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Current Economic
Conditions
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Hawaii GDP at Record High

Hawaii Real GDP and GDP Growth, 1997-2016
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Drivers of Hawaii’s Economy

Real estate and rental and leasing
Federal government

State and local government
Professional and business services
Accommodation and food services
Retail trade

Health care and social assistance
Construction

Transportation and warehousing
Wholesale trade

Finance and insurance

Utilities

Information

Other services, except government
Manufacturing

Educational services

Arts, entertainment, and recreation
Agriculture, forestry, fishing, and hunting
Mining

Tourism consists of partial of other industries and contributed 16 8% of seal GDP in 2013

Source: U.S. Bureau of Econamic Analysis

November 4, 2016

Hawaii Real GDP by Industry: 2013

o¢ of Total Real GDP

v
-
L th ] Il
[

[EEEN N

= R s ] o
—

o

o o
S

Hawaii Workforce Development Council

Real GDP = $70.18

neia_arch
sconamic

Elnalysis

. - r slivision




Tourism Dependence Varies by
County

Relative Importance of Tourism Sector
1990 ®2007 2014

Maui Kauai Hawaii Island Oahu State
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Record State Visitor Arrivals 2016
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State Visitor Spending Increases
Monthly State Visitor Spending Patterns, 2009-2016

B Percent Change from Prior Year
Visitor Spending ($mil, Seas. Adj) (Left Axis)
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County Visitor Arrivals
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State Labor Market Improves

State Non-Agric Jobs (Left Axis) ==Unemp Rate (Right Axis)
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But Underutilization Stays High

Labor Underulitization Rate (U6)
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Likewise for Unemployment Rate
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Unemployment Rate by County
(Seasonally Adjusted)
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Job Growth Honolulu

Change in Jobs from Same Month in Prior Year
(Honolulu County, August 2016)
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Job Growth Maui County

Change in Jobs from Same Month in Prior Year
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Job Growth Hawaii Island

Change in Jobs from Same Month in Prior Year

(Hawaii County, August 2016)
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Job Growth Kauai

Change in lobs from Same Month in Prior Year
(Kauai County, August 2016)
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Forecasts for Hawaii
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Council on Revenues GDP Forecast

Hawaii Real GDP Growth, 2005-2019
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Visitor Arrival Forecast

DBEDT Forecasts (3Q 2016) : Visitor Arrivals

Visitor Arrivals (Air only)

November 4, 2016

Hawaii Workforce Development Council

Air only Total
w
§ 9s 18 annual annual
§ person growth person growth
9.0 B (%) (%)
12 2005 7,416,574 7.3% 7,494,236 7.2%
k= | g 2006 7,528,105 1.5% 7,628,117 1.8%
80 [3 2007 7,496,820 -0.4% 7,627,819 0.0%
75 : 3 2008 6,713,436 -10.4% 6,822,912 -10 6%
0 2009 6,420,448 -4.4% 6,517,054 -4.5%
7.0
3 2010 6,916,894 7.7% 7,018,133 7.7%
65 6 2011 7,174,398  3.7% 7,299,048 4.0%
6.0 9 2012 7,867,143  9.7% 8,028,742  10.0%
12 2013 8,003,474 1.7% 8,174,460 1.8%
55
15% 2014 8,196,342 24% 8,320,785 1.8%
50 : 1 - M A 180 2015 8,563,018 4.5% 8,679,564 4.3%
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
2016 8,732,583 0 8,844,176 19
= Visitor arrival {person) —e=— Annual growth rate {%)
2017 8,885,446 13 8,997,040 1.7
2018 9,044,986 13 9,156,579 18
2019 9,205,102 13" 9,316,696 L7
Chart by DBEDT
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Visitor Spending Forecast

DBEDT Forecasts (3Q 2016): Visitor Expenditure

Visitor Expenditure (Air only)

Air only Total
s 19,000 - r 18% annual annual
2 Smillion growth $million growth
E | 15 Q‘J (%)
17,000 | b1z 2005 11,650  9.4%| 11,904  5.6%
Lo 2006 12,243 51%| 12,492  4.9%
15,000
| 6% 2007 12,578 2.7% 12,811  2.6%
13,000 3 2008 11,182 -11.1%| 11,398 -11.0%
N 2009 9,794  -12.4% 9,993 -12.3%
11,000 L 5
[ 2010 10,867 10.9%| 11,066 10.7%
| -6
i | 2011 12,047 10.9%] 12,180 10.1%
i 2012 14,193  17.8%| 14,365 17.9%
7,000 | B 2013 14352 11%| 18521 1.1%
' | 1s 2014 14809  3.2% 14973  3.1%
5,000 ¢ G R Fe TE 7 -18 2015 14,938 0.9%| 15111 0.9%
000 2002 2004 2006 2008 2010 2012 2014 2016 2018
2016 15420 32 15,598 3.2
mmmn Visitor expenditure  ——=—Annual growth rate (%)
2017 15944 34 16,124 34
2018 16610 42 16,793 4.1
2019 17,08 41| 17,484 41
Chart by DBEDT
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COR Visitor Forecast

Hawaii Visitor Arrivals and Expenditures, 2005-2019

Visitor arrivals by air ==Visitor expenditures
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COR Construction Forecast

Hawaii Construction Completed, 2005-2019
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COR TPI Forecast
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Long-range Job Forecast

Figure 1-3. Average Annual Growth of Total Civilian Jobs for the State
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Long-range Income Forecast

Figure 1-2. Average Annual Growth of Real Personal Income for the State
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Features of Hawaii’'s
Labor Market

November 4, 2016 Hawaii Workforce Development Council
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Our “Thin” Labor Market

Labor Force In Selected Markets, 2015
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Source: US BLS
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High Cost of Housing

2014

(percentage of owner-occupied households with mortgage)

Monthly Owner Cost 2 35% of Household Income

. U.S, average
23.4%
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High Cost of Renting

2014

Monthly Gross Rent> 35% of Household income

(percentage of total renter-occupied units paying rent)

U.S. average
42.6%
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“...by paying you less.”

: 2014

#*

Average Annual Wages

(total covered employees®)

U.S. average
551,364
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Rewards for Education?

Earnings in Hawaii Versus US
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Hawaii’s Aging Population

Hawaii Population Distribution, 2015 - 2025

Age Group
W
[3,]
'S
f Y

Dependency ratio:
2015 = 35%
2025 = 40%

Percent of Total Population

Author’s calculations using
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Labor Force Participation Decline

Figure 2-3, Projection of Labor Force Participation Rate by Age Group (BLS)
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Concerns
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External Risk Factors

Labor market shifts

o Role of technology/education
0 Income inequality
Anti-globalization

o Disillusion with free trade

o Resistance to migration

o Brexit

Political uncertainties

o Declining role of US

o Political hotspots

November 4, 2016 Hawaii Workforce Development Council
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Internal Risk factors

Insular mentality

o Focus on self-sufficiency

0 “Brain drain” or “brain gain”?

Uncertainty about Hawaiian sovereignty
o TMT and other issues

Debt and unfunded liabilities

Deciding who we want to be

o Singapore or Molokai?

o Are they mutually exclusive?

November 4, 2016 Hawaii Workforce Development Council
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Unfunded Liabilities: Hawaiian

Style
Unfunded liabilities are future debts.

o Public employee retirement benefits:

$8.2 billion in total (55,236 per Hawaii
resident)

0 Public employee retiree health benefits:

$13.6 billion in total (9,973 per Hawaii
resident)

Source: Kalbert Young, Dir. of B&F, “Overview of the
State’s General Fund Fiscal Condition”, Dec. 2012

November 4, 2016 Hawaii Workforce Development Council 39



Lessons for Labor Market

Uphill battle to expand our job
opportunities

To succeed we need to find niches...
0 ...but which niches?

Need policies that
0 Are pro-jobs
o Encourage, embrace, and reward change

November 4, 2016 Hawaii Workforce Development Council
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Thanks. Questions?
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Extra slides
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Upside Potential?

2014

Patents per 100,000 Population

49.8
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Hawaii Job Growth by Sector

Leisure and Hospitality
Professional & Business Services
Trade, Transportation, Utilities
Education & Health Services
Construction

Financial Activities
Manufacturing

Other Services

Government

(2,000) 2,000 6,000 10,000 14,000
Jobs Added 2010-2015

Source: DBEDT
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Hawaii Personal Income
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State Government Revenues Grow

State General Fund Revenue Growth, 2006-16, change from prior year (%)
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Likewise for Counties
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Real Estate Prices Slow Recovery
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Construction Sectors Improves

Statewide Monthly Construction Jobs and Permits
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Completed Construction Grows
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